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Till» Iliriitel' collie» heroic tile' I ubfle Scrcrce ( olllllllssloll of Soiltll (.((rollliri I tlic

( otilllllssloll ) oli tile: &ppllcatlon Of 4 Iil(CJ I. tlllte ( Orilp ilrlc», In( . , I I if. (. I (il tile

( &ii»piin) ) for;irl rrrcrc", iscrir r;rtcs;illd cllilrg&es for tile pn&&is)oil of «'riter;(lid se«cr services;irlJ

rilodif icati&ins t(i cert(tin terms r'uid conditions for the prox i»ion &if «;(ter;ind se«cr ser& ice «hich

«ris filed N&iveriiher 17, 21)0'). I!l.'('I is a V.itioti;il && s»oci;rtion &if I(cgufatorx 1)tilit)

('oniniission&. rs ('(V!& 1(I.(.'"1 ('I;iss (' «;itcr;md a (.'lass 13 «astc«uter utifits. I)I I(:I's »or&ice

&it'ca I)ref»des port)or'is &)I:&lldersorl, ( hclof&cc, bt'cclicrllc, ()recit«'&)OJ. Sp;rrtalrhurg, ((rid 1.riloll

counties. I!1.(.'I prov)Jes «&ttcr supple and distnhuti&&ri sercrces to ')7 single-t'iniil) c(fur@;(font

ilrlrts. I cr' tile ( olllptrri) s &lpplrcatl&ir» «&astc«rrter colleL'troll, 'irlJ trcatl11crlt serclce»;ae procldcd

t&) 1.0&7 residential an J comi»erciril customers.

The Application «a» filed pursuiirit t&i S.(, ( odc:)(nn ss o&uo- 40 (Supp, 2009) arid 20

,'i.('. (. &)Je:"&rrn. Regs. 10&-ol .4..'(,md l()3-71 .4.:'& (I')76. ;rs atuetidcd). 8) lett&. r dit&. d

N&&ccniher 0, t)t)'), the ('ominission's 1)ocheting& l)ep;irtnient instructed 1.'1t('I to puhlish;i

prep;(red is»tice (il' 1 ilin&, onc time. in ne«'»papers ot errer&il circulation in the;(reit &ilfcctc'd h)
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L1UCI's Application. The Notice of Filing described the nature of the Application and advised all

interested persons desiring to participate in the scheduled proceedings of the manner and time in

ivhich to file appropriate pleadings for inclusion in the proceedings as a parh of record. In the

same letter, the Contmission also instructed L1UCI to notifv dircctlv. b& L.S. Mail, each

customer affected by the Application by mailing each customer a copy of the Notice of Filing.

UUCI filed an Aflidavit of Publication demonstrating that the Notice of Filing had been duly

published and provided a letter certifying that it had complied ivith the instructions of the

Commission's Docket Department to mail a copy of the Notice of Filing to all customers.

North Greenvillc University l "NGI 1" or 'Intervenor" ) timely filed a petition to intervene

in this matter. Ms. Janet P. Marks of 358 Fairxvood Blvd.

Lnion, SC 29379, intervened pro se but later at the hearing held on March 23. 2010, decided to

ivithdraiv hcr intervention. (Tr. 5 at 300). Pursuant to S.C. Code Ann. ) 58-4-10lB)(Supp.

2009), the South Carolina Office of Regulatory Staff ("ORS') is a party of record in this

proceeding.

The Commission appointed B. Randall Dong, Esquire, as hearing oflicer in Order No.

2010-123 to dispose of procedural and evidentiary matters. The Company filed a Motion to

Stril e portions of NGU's Petition to Intervene on January 25, 2010. In his ruling dated March 4.

2010, Hearing Officer Dong granted the motion to stril. e paragraphs 5. 7, and 8 as the contract-

based allegations arc barred by res jtidicara, and NGU has expressly abandoned an& effort to

seel; relief on the basis olany arguments it may have ivith regard to the terms of its contract ivith

the Company. The Company filed a Motion to Strike portions of Dr. James Fpting's testimony

on March ', 2010. on the basis that they also constitute an effort by NGU to re-litigate

previously-rejected contract-based claims. Hearing Officer Dong ruled that in light of NGL's
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express dischtimcr of any rc-liti&sation of the prior contract-based claims, it vvas unnecessary to

strike any portion of' Dr. Epting s prc-filed testimony at tlie time.

I'he Commission held four local public hearingrs in this matter at the request of the

customers of UUCI. The Commission issued Order Nos. 2010-32, 2010-80, 2010-118 and 2010-

ISO grantin&r requests for loc;tl public hearin&vs and ordered the Coinmission St;tff' to sct public

hearingss in (rreenville, Piedmont, 4;if1'ncy, and Anderson. South Carolina. I. lnder these Orders,
1

Public Ilearin&ss vvere set and noticed by the Commission. and the Company provided affidavits

certifying that it had provided notice to its custotncrs vi;i IJ.S. Mail of the date. titne and location

of thc local public hearings. Thc Commission received public comment from customers ol t}tc

Conipany at these f'our public hearin&is.

At each local public hearinis, the Company requested a continuing objection to the

admission of any customer testimony consistin&s of unsubstantiated complaints regarding

customer service, quality of service, or customer relations issues. Counsel for UIJCI ar&sued

against receipt and reliance upon testitnony th;it i» not substantiated by data or scientific criteria,

The Company cited Patton v. Public Service Conimission, 280 S.C, 2II8, 312 S.F.2d 257 (1984),

rti. i « f rh Coo rot'Common Pi aa in ~T' Cav &V r Service. inc. :. S C P S C. . &:/n Nrr.

97-CP-40-0923, September 25, 1998, and the Commission's Order No. 1999-191.Docket Vo.

96-137-StrS, dated March IEi, 1')')9, in support of its objection. ORS and NCJU opposed the

Cttmpany's objection on the basis th;it the purpose of the local public he;iringfs is to obtain

inform;ttion from the customers as to thc quality of service bein&' rendered and to identify any

issues of'concern that are related to the instant Applic;ition. To &rrant thc Company's objection

I'he hearin&r for Circenville, South Carolina was held in Simitsonvillc. South C'ariilina at Hillcrcst Hi&rh School.



DOCV. ET VO. 2000-0'70-O' R&
—ORDI-:R NO. 010-

Maw, 20 I 0
PARI: 4

ivould render the local public hearings meaningless. ORS r»quested that the Commission r»quire

th» C:ompany to identifi the speaker and thc portion of thc customer testimony in the hearing

transcript that is subject to thi Company's continuing objc»tlon as vvell as the basis for the

C'ompany's objection. 'I'hc C'.ommission did not issue a ruling on the continuing& objection during

the local public hearin& s but, as requested by th» C'ompan)', vvithhefd its ruling. On April II. 2010

the Companv filed a letter objecting to the admission of certain portions of the testimony of

vvitnesses Conovcr, %Vyatt, Stamoulis. Bailey, Kassab, Odonh Kindig& and lvfarion and to th»

adlnission of Bvhibits 2(A)-2(I), 4(A), 4(B). s. and 11.

Bet&veen the filing of the C.'ompany's Application and the date of the hearing„ORS made

on site invcstig&ati«ns of 1JJICI's facilitiis, examined L'$JCI's books and records and & athcrcd

dctailcd inf'ormation concirning (J(JCI's operations.

On March 3, 010, and Xfarch 4, 2010, a hearing concerning th» tnattcrs asscrtcd in

JJIJCI's Application divas held in the Commission's hearinl room located at Synergy Business

park& 101 I.xecutii» Center Drive Saluda Buildin, Columbia, SC. I h» ('omnaission, viith

Chairn~an I leming presiding„heard th» matter of IILJCI's Application. John M. 'S. Ho»fir,

Esquiri, and Benjamin I'. Mustian, Bsquirc, represented 1!L'CI. Nanette S. I.dvvards, Hsquire,

represented thi Of'ftce «I'Rc»ulatory Staff. Duk» K. Mc('all Jr. , Esquire, and Killiant H. Jordan,

Bsquiri, represented N(iIJ. D lvid Hutl»r, Bsquir», served as legal couns»l to th» ( omnaission.

At the outset of'the hearing& the Commission heard testimony from public vvitnesses. A

total of five public vvitncsses testifiid at the hearing.

1JlJC'I presented thc testimon), of' I'aulini I'vf. Ahern (I'rincipal of AIIS ('onsultants),

Bruce 'I'. Haas (Regional Director of Operations for LJnited Utility Companies, Inc. ), I cna
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Gei&rgiec (Managct' llf Regulatory Aff&irs at LJtilities, lnc. ), .Iohn D. V'illiams (l)ircctor of'

Go@err&mental Affairs of Utilities, lnc. J. and Stecen M. Lubertozzi (Director of Regulatory

Accountingi;it I Jtilities, Enc. ). Additionally, the Company presented Ms. Karen Sasic (Man itiei

of ( ilstonler Sen'ice! as a rebuttal ivitncss to tE&e testimon& the ( '.on)mission received from

customers of EJEJCE.

NGU presented th» ilirect and s«rreb«ttal testimony ol' Dr. Janles Fpting (president,

North Green&, ille I Jniversityi.

()RS presented the testimony ot'Dr. Douglas II. Carlisle regarding his opinion concerning

a 111ir rate of retuin on equity of 1!EJCE rind the direct and surrcl)uttal testimony of Christina A,

Stutz and Willie .J. Morgiin. Ms. Stutz testitied concerningi (JRS's exan&inations of the

application and UE!('I's bool s and records as lieEI as the subsequent ace&&unting and pro I'orma

adjustments recolilmeluled by ORS. Mr. Morgan's direct and s«rrcbuttal testimony locuscd on

UUCI's compliance lilith Commission rules and regulations, ()RS's business;iuilit &&f UUCI'»

11atcr and lvastelvater systems. test-year and proposed fcccilile, and perlormancc bond

requirenlcnts.

II. UUCI OB,IEC1'ION TO (.'IJS'I'OMI;R 'I'FSTIWIONEi

I hc ( onlnlission heard fri&nl tE&e public at four local public hearings, At the Jlrst

public hearing on FCE)r«;&r& 23, OE(J, Vl!CI raised an objection to thc ('ommission receiving and

reE&, ing upon c«st&&mer testimony. documents, and related exhibits "consisting of unsuE)stantiated

conlplalilts regarding cilstonli. l' ser&, 'icc, cluallty of service, ol' ciistonlel I'clittlon issues. I he

(!(&&«pliny re«el%cd this ob!ection tit thc bc«i&figs on 1'ebrt&ary 25, 2010, Mal'ch 2, 2010, 'lnd

L&L&OI i~ a suhl&&J&i&r& ui I, til&ties. Inc.
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March 8, 2010. (Tr. I at 8-9; Tr. 2 at 112-113;Tr. 3 at 215-216; and Tr. 4 at 238-239). As the

basis for its objection, ULJCI claints such testimony is not substantiated by data or scicntiltc

criteria as required by law and cannot b» admitted and relied upon. In support of tlicsc

arguments, I JLJCI cites V;ttton v. Public Service Commission, 280 S.C. 288, 312 S.E.2d 257

(1984), the ()rdcr in the ('ourt of C;ommon Pleas in Tc ~a Ca ' Water Service v. 'S.C.I'.S.C., C/A

No. 97-CP-40-0923 (September 2S, 1998), and the (",ommission's ()rdcr No. 1999-191 in

A lication of Te &a Ca Water Service, Inc. , Docl et No. 96-137-WS.

However, thcs«cases do not support I JUC;I's gcncral argument that the Commission has

denied the Company duc process, nor do thc cases stand for thc proposition that thc

Comntission's complaint process was unlav fully circumvented when thc Commission heard

public testimony regarding custon&cr service complaints. The Cotnpany's objection is overruled.

The Company had the opportunity to Itic responses to its customers' testimony, and it did so.

I JIJ('.I l,ettcr (April 8, 2010); scc also Haas Direct Testimony. (Tr. 5 at 467; 'I'r. 6 at 822; Tr. 6 at

758). In addition, the Company had thc opportunity to cross-examine witncsscs and took

advantage of that opportunity. (Tr. I at 21, 42, 52, 77, 8S, 9S, Sl, 65, 76; Tr. 2 at 128, 136, 158;

Tr. 3;tt 220, 225, 227; Tr. 4 at 248, 251, 280).

The C'.ommission ordered evening public hearings held in this case to provide a Iorun& at

a time and place convenient I'or customers to address n&attcrs related to the Company's

application for a rate increase. Nothing in the Commission's statutory authority or regulations

indicates that thc customer complaint-ltling process is thc exclusive vehicle Ior raising issues

regarding a company's quality of service. See 26 'S.(.'. . ('.ode Ann. kcgs. 103-824 (Supp, 2009).

()RS asserted that the challenged customer testimony is admissible for the purposes of

thc local public hearings. (Tr. I at 9-10; Tr. 2 at 112-113;Tr. 3 at 216-217; Tr.4 at 240). ORS
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also argues that the cases cited by UUCI fail to support its grounds for objection. Id. In addition,

ORS requested that UUCI submit letters to the Conunission specifying objectionable opinions of

public testimony and the specific reasons for its opposition.

The Commission holds that public testimony may be admitted into the record of these

proceedings. The cases cited by UUCI merely stand for the principle that, while customer service

is a factor to be considered in determining a reasonable rate of return in a rate proceeding, a

reduction in rates based on poor quality of service must be supported by substantial evidence in

the record, must not be confiscatory. and must remain ivithin a fair and reasonable range. Patton,

280 S.C. at 293, 312 S.E.2d at 260 ("the Commission must be allovvcd the discretion of imposing

reasonable requirements on its jurisdictional utilities to insure that adequate and proper service

v ill be rendered to the custoiners of the utility companies. ")

III. JURISDICTIOlv

By statute, the Commission is vested ivith jurisdiction to supervise and regulate the

rates and service of every public utilih in this State, together vvith thc duty, after hearing. to

ascertain and fix such just and reasonable standards, classifications, regulations, practices and

measurements of service to be furnished, imposed, observed and followed b) every public utility

in this State. S.C. Code Ann. 4 58-5-210 (1976). S.C. Code Aitn. q~58-5-290 (1976) vcsts the

Commission with the authority to change the rates of a "public utility" whenever the

Commission finds, after hearing, that such rates are "unjust, unreasonable, noncompensatory,

inadequate, discriminatory. or preferential or in any wise in violation of any provision of law. " A

public utility is defined by S.C. Code Ann. )58-5-10(4) (Supp. 2009) as including "every

corporation and person furnishing or supplying in any manner heat (other than by means of

electricity), water, sewerage collection, sewerage disposal and street railway service, or any of
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them, to the public. or any portion thereof. for compensation. " Section 58-5-290 also provides

that ivhen the Conunission detemtines that a utility's rates are unlav ful. the Commission shall

determine and fix bi order the "just and reasonable" rates to be thereafter charged by thc public

utility. The Commission finds and concludes in this proceeding that the Company is a public

utilit) under the provisions of S.C, Code Ann. ss58-5-10(4) (Supp. 2009).

IV'. RATEWIAKING 5'IETHODOLOGY

Under the guidelines established in the decisions of Bluefield V''ater XVorks and

Im rovin ~ Co. v. Public Service Commission of V'est Vir»inia, 262 U, S. 679 (1923). and

Federal Povvcr Commission v. Ho e Natural Gas Co. , 320 U. S. 591 (1944), this Conunission

does not ensure through regulation that a utility ~vill produce net revenues, As the United States

Supreme Court noted in Ilo e Natural Gas, the utility "has no constitutional rights to profits

such as are realized or anticipated in highly profitable enterprises or speculative ventures. "

However, employing fair and enlightened judgment and giving consideration to all relevant facts.

the Commission should establish rates which vvill produce revenues "sufficient to assure

confidence in the financial soundness of the utility and. . . that are adequate under efficient and

economical management. to maintain and support its credit and enable it to raise the money

necessary for the proper discharge of its public duties. " Bluefield, 262 U.S. at 692-693.

Neither s&58-5-290 nor an& other statute prescribes a particular method to be utilized by

the Commission to determine the lavvfulness of the rates of a public utility. For ratemal ing

purposes, this Commission examines the relationships between expenses. revenues and

investment in a historic test period because such examination provides a constant and reliable

factor upon ivhich calculations can be made to formulate the basis for determining just and

reasonable rates. This method divas recognized and approved by the Supreme Court for
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rittemal it&&a purposes in(of) in&! telepln&ne comptinies in .'io. T)ell Tel. (&i 'I'»I. ('&&. c. pub. Herc.

('omm'n ol l).C'. , 270 )EC. 590. 2AA l)EI .2d 27K (197)().

I'h» hisu)ric test period 'en»rally utili7ed is the' nlost rccetlt (A'efx'e-tttotlth period for

ichich re:tsonabl~ complete ftn;tn»ial d;ita is tivail;iblc;ind is re(bit('J to as the "test ie;ir" p»riod.

it) this proc»»Jina. thc ('&&mtnission concludes thit tile appr»priate t»st &ear perioJ is th» tiieli»

i)tot&lh period ctldttt}! I)ccetnber 11. 200)(. I h&.' lcsl 3
c' it' is cot&la&tied ttt lit& tippltcliltott of I)1 ( I

as vcefl tis the testilttott), ' attd exflibits of the p;trties' )(iln»ss»s in this c;ise. 'I'h»»stttblisll(11»itt of

a t»st icar is ti futtJ itncnt if principl» of' the r &tet&&&thin process. Heatpr of'.'ieabrool i. Pub.

her). 1'omm n &if !).(, 3 0 S.C. . a(&. 47i( S.I-. . J 1( (i (1991&). Ih» establishtii&. nl ol ti test wear is

used 1&) ciilcultit» v, li;it,'i itlilit)' s»spci&scs tit&d t'cre('tilt»s at'c fot' 11&e pi&I'pos»s ol Jclerttiinit&c th»

reasonableness of';i rate. Th» tcsl i'e;tr is established to proiiJe ti btisis I'~)r tn;thin&a th» m&&st

accui"il&.' fot'&.'»,'tst of tlt&.'(it&lit), ' s t" it&.' base. recettues. &&ll J e)&pettses t&1 the It&"it' futui &.
' O'I&et& lit('.

prescrib»d r;it(s ar» it] eff'cct. I'orter c. Pub. .')»ri. C'&&mm'n of!).('. . 321( .'i. ('. 222, 4&)3 () I 2d 92

(1997'). lt also proi iJes thc C'omtttission ieilh;i b isis I'&ir»stimatiit future re&et&ac requirements.

I Itis ( oltltlitsston allo&M s cei'1&it&i &tccoiti ltttlu tii&(f pt'o fot'it&&i &i&i) itslltletils to bc' ll)'tde t(i lh»

actu;if test 3etir figures. ."(Jjustments;trc niade Ior: ( I) items occurrinu in th» test i»;tr (liat &tre iiot

subject to recur in th» future', (2) items of' at& estrttorditt;tri tiature ah&&se eff'ccts must h»

,irma&&lived &&r t)orat;tfize&l t&& rellect properly' their iniptict, 'u)(l 13) other it»itis &(hich shoul J b»

itlclttded ot' excfttded fol' t"ttetnitf(itt" purposes. .kdjitsltlt»ills (il'c also it(&i&de for I(tto'At);it)d

me;&stir tbl» clutt&yes iti expettses, reset&a»s rind in), est()i»tits &&ccutritta;((ter th» test ye;tr. .)&&.

I(cll T»I. (&( I'cl. C'o. , "70 S.C'. itt t)02. 244!).I:.2d, tt 2W.
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In order to establish just and reasonable rates the Commission must bc able to properly

detemaine thc revenue requirements ol the Company. I'hc three fundamental criteria of a sound

rate structure have bccn characterized as follovvs:

...(a) 1hc rcvcnt&c-& equ&rcmcnt or fulanc&al aced objcc1&ve, vvhlch

takes thc form of a fair return standard vvith respect to private
utility companies; (b) thc fair-cost apportionment objective vvhich

invokes the principle that the burden of meeting total revenue
requirements must bc distributed fairly among thc bcncficiarics
ot the service. and (c) thc optimum-usc or consumer rationing
objcctivc, under vvhich the rates are designed to discourage tlte
vvasteful usc ol public utility services vvhilc promoting all usc that
is economically justified in vicvv of thc relationships bctvvccn costs
incurred and benef&ts rccci vcd.

13onbright, Princi lcs of Public Utilitv i&ates (1961).p. 292.

In considering UUCI'» Application, the Commission tnust consider competing intercsts-

the interests of thc customers of thc system to rcccivc quality service and a quality product at a

lair rale as vvcll as thc interest of the Company to have the opportunity to earn a fair rate of

return I hc Commission must give duc consideration to U!UCI s total revenue requirements, if

dcterminablc, comprised of both the opportunity to cam a I'air return on equity as vvell as recover

allovvable operating costs. To accomplish thi», the Commission must revicvv evidence admitted

into thc record regarding thc operating revenues and operating cxpcnscs of UUCI. in order to

establish adequate and reasonable lcvcls of rcvenucs and ci&pcnscs I'or th» Company.

V. DISCUSSION OF 1'HE EVIDENCE RECEIVED

.4. Accounting and Pro Forma Adjustments
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Company vvitness Lena Georgiev presented direct and rebuttal testimony concerning

ULCI's operating costs and pro forma adjustments made to test year expenses and to the income

statement. She testified that the Company's pro-forma expenses have increased by 78',~o since

the Company last received rate relief. (Georgiev Direct Testimony, pgs. 3-5; Tr. 5 at 596-598).

Per the Company's Application, for combined operations the Company seeks an increase of

$431,016 in total operating revenues of which. $37,109 is for water operations and $393,907 is

for server operations. Per the Company's Application. Total Operating Revenues, including the

Company s requested increase, for combined operations totals $1,218,840 with Total Operating

Expenses at $932,927. Total Operating Revenues minus Total Operating Expenses leaves a Net

Operating Income of $285,914.

Christina Stutz, accounting vvitness for ORS, presented testimony that with ORS's

accounting and pro forma adjustments, 'l otal Operating Revenue equaled $854,704, Total

Operating Expenses equaled $756.985 vvith Total Operating Income at $97,719. Including

customer growth of $723, Net Income for Return is $98,442. Total Rate Base is $2.965,275 vvith

a Return on Rate Base of 3.32'o. After accounting and pro forma adjustments, ORS calculated

the Company's operating margin, reflecting Net Income for Return less allowable interest

expense, to be -0.65',~o for combined operations.

After including the Company s requested increase, Total Operating Revenue equaled

$1,327,930. Subtracting Total Operating Expenses of $940,796 leaves a Net Income for Return

of $389,941 vvith a Return on Rate Base of 13.15'lo. After accounting and pro forma adjustments

and including the Company's proposed increase, ORS calculated the Company's Operating

Margin. reflecting Net Income for Return less allowable interest expense, to be 21.53'lo. (Stutz

Exhibit CAS-1. Hearing Exhibit 36).
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In her rebuttal testimony. Ivfs. C&corgicv a& rces vvith ORS Adjustments I, 2, 4-14. 16-22.

24-2')& 31-3", 36, and 3II described in Ms. Stutz's direct testimony. (C&»org&i»v R»buttal

Testimony, pg». 2-3.. Tr. & at 613-614). 'I'h» (.'oinpany disputed ORS Adjustment 3—

l;ncolle»tiblc Ac»ounts and Adjustmcnt 15- Rate Case I.:spenses. Ivfs. C&eorgicv testified that

uncollectible percent;ig»s shoukl be based on the trial balance amount of actual booked

uncollectibles during the test year divided by the test year revenues and not based on th» 1.60"«

used by ORS. ((Ieorgiev Rebuttal Testimony, pg. 4; Tr. 5 at 613). Sh» testified that the test year

uncollectibl» percent;i& e is 5.&7'ro for vvat»r and 4.29,'i& for scvv»r. (C&corglev Rcbutt;il 'I'»stimony,

pg. 4; Tr. 5 «t 616).

ORS %%itness 9'iffic Morgan testifi»d that ORS did not compute thc allowance tor

uncoil»ctiblcs b& applying I.s0'!'o as indicated b& Ms. (&cor i»v; inst»;id ORS comput»d thc

uncollcctibl» pcrccnta& e by dividing th» test vcar actual uncollectibl»s by th» test scar scrvic»

revenues. ORS then applied the r»suiting percentage 1.04'". && to the proposed vvatcr and scvver

revenues to arrive at;in uncoil»ctible accounts total of ($13,503). Mr. %1organ t»stified that Ms.

Ocorgiev relied on uncollectible;iccount balances I'or 2004 and not thc t»st v»ar 2008. (Morgan

Surrebuttal 'I'»stimony, p&"s. 5-6; Tr. 6 at 911.~-')116).

F:shibit ll'J.'vf-I I, I learing I-:xhibit 37, page I states th;it:

j DJuring thc conversion to the nevv system, uncollectibles vvcrc reset to
zero and therefor» the D»c 20011 balance for uncollectibles «ere highly
underst;ited. In th» filin&", an adjustment vv;is made to correct th»
under-representation of uncollectibles. I'hc most recent correct»d 200&)
balaiicc of .p36,61lf i~as used in the filing for pcr book» and pro-forma
rcv »nues calculation of uncollectibles. Th» calculation I'or the
projected revenues is included in the filing templat» that is provided
with item I.lf.
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Based ori Mr. Morgan's testimony, ORS used actual booked uncollectibles during thc test

year divided by thc test year revenues whereas thc Company appears to have used an adjusted

2009 balance. Wc therefore adopt ORS's Adjustmcnt No. —3 for Uncollectible Accounts as

allocated to water operations.

Regarding rate case expenses, Ms. Cjcorgiev testified that ORS's Adjustmcnt 15 docs not

include the costs necessary to resolve this rate proceeding. (Ocorgiev Rebuttal Testimony, pg. 6:

Tr. 5 at 617). Ms. Stutz testified that ORS examined and included rate case expenses through

March 1, 2010. (Stutz Surrebuttal Testimony, pg. 2; 'I'r. 6 at 952). We adopt ORS's Adjustmcnt

15 as allocated to water operations.

The Company and ORS proposed diffcrcnt amortization periods for rate case expenses.

'1'he Company proposed three years, and ORS proposed five years. Ms. Stutz tcstificd that

UUCI's last thrcc rate case filings werc in 1989, 2000. and 2006. Based on thc time between

previous rate cases, ORS recommended a live-year amortization schcdulc. (Stutz Surrebuttal

Testimony, pgs. 1-2 Tr. 6 at 951-952). Wc adopt a five-year amortization period.

8. Water Operations

The Company prcscnted thc direct and rebuttal testimony of Mr. Bruce T. Ilaas regarding

the Company's service. Mr. Haas is responsible for all operations personnel, facilitics,

maintenance and capital projects as well as other operational issues. (liaas Direct 1'cstimony.

pg. 2; Tr. 5 at 435).

At the local public hearing held in Simpsonvill», South Carolina on Eebruary 23, 2010,

several customers in thc Trollingwood subdivision complained about water quality. Mrs.

Conover, Mrs. Wyatt, and Elaine Odom, among others, testified that the water is not clear and in

' We adopt this adjustment for ~ater operations only for thc reasons set forth in Section C, irIjia.
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some cases has left a residue and ruined fixtures. (I r. I at IC 26-28. 29-33. 80-81). One

customer. '.v1r. John Stamoulis, testified that he had installed a reverse osmosis system (a reverse

osniosis svstem is a filtering system attached to the home) and as a result did not experience the

same problems described by his neighbors in the public hearing. ('I r. I at pgs. 60-62)

ORS i%itness IVillie Morgan testified that (JIJCI provides adequate ~vater supply services

and that safe drinkin& water standards arc being met according to rcccnt DHEC sanitary survey

reports. (Morgan Direct Iestimony, p&. 6; Ir. 6 at 969). Mr. Morgan recommended that IJIJCI

increase system llushing to at least once per month. (Morgan Direct Testimony, pg. 7; 'I'r. 6 at

970). Mr. Ilaas, testified that the Company vviII increase llushing to once pcr month as

recommended by ORS; hovvever, he stated that because thc groundvvatcr which UUCI pumps

(rom its wells serving the Trollingvvood subdivision has a very hi& h iron content, removal of all

iron is not possible (Haas Rebuttal Testimony, p&. 17; 'Ir. 5 at 467). He went on to state that

vvhile Ilushing may intprovc color. it vvill not eliminate thc problem. Id.

Thc Company also asserts that it has invested in several improvements to the

Trollingvvood vvater system, including upgrades to its tilter system. (Haas Rebuttal 'I estimony,

pg. 17; 'I'r. 5 at 467). 'I he Maryland Public Service Commission addressed a similar situation

involving an affiliate of UUCI. Utilities Inc. of Maryland ("UIM'). In Re: Iltilities, Inc. ol

!vtarvland, 88 Md. l'. S.C. 109, 1997 '&VI. 1015905 (May 28, 1997). In that case, the Marvland

I'ublic Service Commission ( 'lvIPSC") found UIM needed to expedite its efforts to eradicate the

service quality problems in the water system. Specifically. L!IM was encountering problems

with rcniovin& iron from the vvatcr be!ore the ivater entered into thc distribution system such that

iron sediments remained either in portions of thc distribution system or in some customers

plumbing, or both. I he MI'SC determined that, as a condition of receiving a rate increase, I IM
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increase its efforts to remove iron sediment I'rom its service pipes and increase its efforts to assist

customers in removin& iron sediment from their pipes. Thc MPSC directed UIM to Itic a v ritten

report three months from the date of the order detailing customers contacted, the problems

encountered, thc cff'orts undcrt«kcn, «nd thc results achieved. Similarly, wc direct (JI.JCI to

increase flushing to once «month «nd to examine v'hether there are other steps that are not cost

prohibitix e that may be taken to improve the removal ot' iron sediment. Thc Company shall Itic a

ivrittcn rcport with the Commission and provide a copy to ORS three months from the date of

this order detailing customers contacted, the problems encountered, the effor. ts undertal. cn. «ntl

thc results achieved with regard to the removal of'iron sediment.

C. Sewer Operations —Unbilled Revenue

During the local public hearing in Piedmont and at the. hearing held at thc Commission's

Hearing Room in Columbia, South Carolina, testimony w«s received that the Company has

unbillcd sewer revenue. (Tr. 2 at 167- 16')). One customer stated that she had neighbors vvho did

not receive «sewer bill for tvvo years. Id. Mr. Mctts testified «t thc hearing bef'ore the

Commission on M«rch 23, 2010, that hc «nd tv'o others approached the residents oi' Stonecreek

subdivision to sign «petition I'or Spartanburg &V«ter to provide service. (Tr. 5 at 314-3 IS; 326-

327; 330-33 I ). He found neighbors who had not been billed for sewer sere ice for three years.

(Tr. 5 «t 326). Initially he testifted that thi» occurred in December 2007 but then rcc«lied that he

surveyed his neig&hbors in December 200'. ('I'r. 5 «t 354). Mr. Davis testified that he joined Mr.

M&.tts in thc canv«ssing of' the neighborhoods and that there were individuals receiving service

who were not billed. ('I'r, 5 at 341-342).

Company witness Steven Lubertozzi tcstifted that the Comp«ny h«d completed a survey

after hearing the testimony of Mr. Mctts and Mr. Davis. ('I'r. 6 at 7511). Mr. I,ubertozzi explained
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the results of' a recent vacancv survev of three subtlivisions: Stonccreck, River Forest, and

C."anterbury. I' or Stonecreek. out of 23&1 premises, 44 resitlents vere receiving service but not

billed. For River Forest, out of 82 premises, 4 were receiving service but not billed. For

C'anterbury, out of 151 premises, 3 vvere receiving service but not billed. As a result ol' that

survey, the Company found 51 customers out of a total 464 billable customers were receiving

sevver service without being billed, roughlv 11'/o. (Tr. 6 at 760-762). I le testif1ed that sutveys are

being completed by the Comp my ol' the entire system for all (Jl subsidiaries but had not yet been

completed. (Tr. (i at 774). Mrs. Sasic later testified that the Company conducts sutveys every

nine (9) months to identify customers vvho are not being billed. (Tr. 6 at 854). She also testified

that going forward the C'ompany svould conduct a vacancy survey every month. (I r. 6 at 854).

C)iven the testimony ol the public witnesses, thc frequency and accuracy of the

Company's vacancy surveys are questionable. However, we do agree with Ms. Sasic that such

surveys should be conducted every month in each subdivision.

In its Application, the C'ompany soug&ht an increase in sewer revef1tlcs of $399,938.

(F:xhibit I3, Page 4). However, based on the information from the recent vacancy survey

conducted by the C'ompany, if roughly 11 "/o of the 1,707 service units for sev er are not being

billed, that equates to roughly $86.952 in annual sewer revenue. ORS witness Ms. Stutx testified

that using ()RS adjustments and Dr. Carlisle's recommended R()l'. of 10.06'/o resulted in

col11bined revenue increase of $23&5.299. ('Tr. 6 at p. 958-959). Unbi1 led revenue of'

approximately $86,952 out of a combined revenue increase ol' $235,299 is material to this case,

Additionally, Mr. Morgan testified that ()RS made adjustmcnts to ref1ect 299 current

service connections associated with the NCif1 campus. (Fxhibit O'JM-4, I-Iearing Fxhibit 37) Mr.

' With the exceptlot& of t&vo adjusttnents involving uncollectibles and rate c;tse expenses, tit)01 &vitness (ieol "iev
a reed &vith OR.'i's adjustments.
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II uis testified that NGLJ docs not inform I!LJCI when additional tacilities lil. ils campus;ire

connected t&& thc collection lit)os &tt NGI J. (I laas Rebuttal page 3; 'I'r. 5 at 453). ("urrcntly Ul JCI

Is blllitlg N(il! 2'I9 SFI&s. Noncthclcss w'hell tlskcd as to whether an &&ti-site survey htld bcctl

c&&lllpletecl atteI MI. Molg;in s direct prcflied testimony v, as tiled on Ivtltrch 8& 2010, he

responded "n&&." (Tr. 5 at 521). He lichnowlcdgcd that &DRS's approach is technically c&&rrect and

that the ("ompany sought to include a modificlition to its taritt to refcrcnce DHI'. (.'. Re& ulliti&&n 61-

67, Appendix A. Speciticltlly& the pn&posed tarilf langu;igc is:is follows:

A Siilglc I'tul'ulv' E9ulv'Iten( (Sl'll) sh&tll bc dctcinut1cd b)
using the South C'irolina Department ol ( I lealth ti&dJ

L'nvironmental ('.ontrol (Juidelines I'or I Jnit ('ontributory
Loadings t&&r Domestic Wastewater I'acilitics 25 S.('. ('.ode
Ann. R&.gs 61-67 Appendix A (Supp. 2005), as may bc
;unendcct fl'oln ti inc to time. Where applicable. such
guidelines shall be used tor dch. rrnin iti&&n of thc
;tppropriate nioiithly service iind t;ip 1&.e.

lvtr. Morgan explainecl that using the DHEC wastewater loading guidelines is appropriate

to arrive at a capacity demand from these facilities and a determination of the appropriate

number of SFEs. If the number of SFEs is too low, the result is that other ratepayers subsidize

thc system. Mr, Haas argued that a finite number of NGU students can occupy and use one

facility at a time. (Haas Rebuttal pages 0-5; Tr. 5 at 454-455). However. where a campus is open

and not closed, as is the case here. facilities may be in use by persons other than students which

is why it is appropriate and nondiscriminatory to establish the proper number of SI-Es based

upon capacity demand. (1r. 6 at 999),

Dr. Epting, President of NGU, testified that NGU made a contmitment to UI CI to let the

Company know if another facility was added to the campus. (Dr. Epting Surrebuttal page I; 1r. 6

&&re also note that the Compan) 's proposed tat iff states that a g I b shall be determined using the DHJ=C guidelines.
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at 886). Hc also testifed that the proposed incrcasc to NGU would bc dctrimcntal to thc

operations of thc university. ( I r. 6 at 878).

Given the testimony of the Company, Mr. Morgan on behalf of ORS, and the public

witnesses, in particular, Mr. Metts, wc find that thc Company has failed to identify and bill

customers who are using sev er and collection services. We note that the issue of unbillcd sewer

revenues v as first raised at the Piedmont night hearing held on February 25, 2010. Mr. Mctts

tcstilied at the hearing held at our offices on March 23. 2010, raising thc same issue. On March

24" thc Company through thc testimony of Mr. Lubertozzi provided the results of' thc survey of

thrcc subdivisions. ('I r. 6 at 760-762). The Company provides sewer and collection services to a

total of 12 subdivisions. (Application Fxhibit C Page 2 of 2). The Commission has no means of

determining the appropriate revenue requirement for sewer services because it is unknown

whether the billing dctcrminants include those customers v ho are receiving service but arc not

being billed. Wc asked Mr. Lubertozzi whcthcr thc rcvcnue figures provided by the Company

included thc billing determinants for those unbilled customers. ('I r. 6 at 788). Mr. Lubertozzi

replied that a bill could hav«. bccn sent to the address for thc former occupant. (Tr. 6 at 788). If'a

hill had been sent, then UUCI would have booked and accrued the revenue even though it was

not collcctcd. ('I'r. 6 at 817). Commissioner Wright inquired of Company witness Haas as to

whether the unbillcd sewer rcvenuc would have an impact on thc Company's decision to come in

for a rate case:

('I'r. 5 at 563).

If you' re coming in for a rate increase because revenues are
being squeezed for some reason, and you' re not collecting
what's out thcrc, don't you think there's a real potential
issue there, why there's concern about how much -- you
know, how many pcoplc arc out thcrc, how much money's
on thc table out here that's not being collected?
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Iliiiis responded that he understood v hy this w&&uld bc im issue but c&&ntcndcd that thc

(.Oiiip'lliv suffers lor its failure to bill sewer revenue and not its customers. We disagrcc whcrc,

iis is tile cil!&c Ilcrc, it i» unclear v bother thc billing determinants include those vacat&t homes thiit

in actuality arc occupied hy cust&&mers using the system. (.'onunissi&&ncr Wright v ciit on t&&

question Witness Haas as to whcthcr the amount actually collcctcd would have an impact on

determining thc luture revenue requirement and therefore aflect the level rates ncccssiiry to

gcncrate that future rcvenuc requirement.

. . .you'rc approved for a ccrtai» rcicnuc rcquircmcnt, a
total nuinhcr ol d&&liars t&& make. . .so you are basing your
coiilillg ili lol ii tilt&. case oil tllilt. I&ill&&her, not on what
you i e iicttlillly c&&llectini&.

I I r. 5 at 565-666).

Because we don't know ivhether the revenue requirement sought bi the C'ompiuti

includes the billing determinants for those vacant premises where a customer is receiving seri icc

but not billed. v'e cannot determine thc future revenue requirement and in turn. cannot set a just

and reasonable rate for seiier seri icc.

We also note that thc C'ompiini iias ivilling to ac«cpt ORS'» revenue imputation ol 2&)&)

SI f'.s for VOL, if ordered b) this C'ommission. but iviis not iiilling u& spend the time to conduct

a suri cy of sI(iL& to determine the appropriate number of Sl'I.» that should bc billed ei en iihilc

acl noivlcdging that ASCII/ had in the past I;iilcel to;ipprise thc C'ompani of added lacilities. i 1pr. 6

at 45:&-45s). It is the resporisibiliti &&I' the Company to determine the proper number ot SI Fs

rather th;in the customer or ORS.

It is;ipparcnt that the C.'ompani is seel ing an incrc;isc in this case for seiier revenue in

part to coi cr its I;iilurc to properly idcntifi and appropriately hill its customers. both residential
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and commercial. As such, this Commission cannot properly determine the future revenue

requirements for sewer operations and therefore must deny the requested rate increase as to

server operations.

D. Rate uf Return on Equity

Mrs. I'aulinc .'vl. Ahern, Principal of AIJS Consultants. tcstif)cd thai thc Conlmisslon

should authori!i lhc Company the opportunity to iam a rtlIlge of common equity cost rate of

10.55 'o-12.80 o. Shc lurthcr tcstiltcd that a common equity range cost rate ol 10.55!o-12.80

results in a range of overall rale of return of 8 45'!o —9.50":o based upon thc consolidated capital

structure at December 31, 2008 of Utilitics. Inc.. thc parent ol llnited. which consistid of

53.30/o lotal dcbl atld 46.70o/o common equity, at a debt cost rate of 6.60"/o. (Ahern Direct

Testimony pgs. 3=1; I r. s at 362-363).

Ms. Ahern rectnumended a midpoint ol 11.68".o which when applied to the Company's

requested common equity ratio of 46.70"!o al December 31, 2008. results in a range ol overall

rale of return of 8.45/o-9. 50/o. Shc used prox) groups consisting ol six water companies and

eight natural gas companies. Because there are lbw publically traded water. ''wastewater utilitics.

she used natural gas utilitics because shc felt that they had relatively comparable risk. She

tcstiltcd that she applied four market-based cost of common equity models: the Discounted Cash

I Iow (DCI') approach. the Risk I'rcmium Model (RPM). the Capital Asset Pricing Model

(CAPM), and thc Comparable I.arning» Modil (CL'M). She also applied a Business 1&isk

!adjustment of 55 basis poinls (0.55"./o) relative to the six water companies and 65 basis points

(0.65"/o) rclalive to the eight natural as distribulion companies. (Ahern Direct Testimony pgs. 4-

6: I r. 5 at 363-265).
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Dr. Carlislc testified that hc cvaluatcd thc return rcquircrncnts ol investors on thc

coinmon stock of publicly-held w'iter service companies. Ilc then applied two well-known and

generally accepted n)ethod» for determining a recoinmcnded return on equity. the Discounted

Cash I low ("DCI'") and Capital Asset Pricing ("CAP-M") methods, with a third mcthocl, tlic

Comparable I.arning» Method ("CI:M") serving to verify' and to corroborate his findings. (Dr.

Carlisle Direct Testimony pg 4; 'I'r. 6 at 912). ORS used thc capital structure submitted by th»

Company and provided to ORS. Dr. Carlislc tcstilicd that hc used this structure because UI)CI is

closely intcgratcd with its parent. so it would bc difficult to determine an independently based

capital structure. (Dr. Carlislc Direct 'I'cstimony pg 4; Tr. 6 at 912).

Dr. Carlislc's proxy group consisted of companies that are classified as "v atcr utilities"

by Value Linc or by I'rrhuo! Finance. H» noted that they engage in water distribution or

sewerage service to customers and obtain most of' their revenues from utility services, and they

operate inainly in thc Llnited States and have traded stock. (Dr. Carlislc Direct Testimony' pgs. 5-

6; Tr. 6 at 913-914).

We decline to adopt Mrs. Ahern's common equity range cost rate ol 10.55%-12.80%

because it is based in part on a proxy group consisting of natural gas companies, and v c are not

convinced that there is suff)cicnt evidence in the record to find that natural gas companies and

water/wastewater utilitics experience relatively coinparable risk. ' Mrs. Ahern explained tliat

under th» Comparable I:arnings Method (CPM) she thrcvv out outliers I'or th» natural gas proxy

because the result was over 20%. Thc result I'or thc water proxy group was over 14%. She

attributes thc higher common equity rates using CI:M to thc recent economic crisis. (Tr. S at

""There arc dilTerences between ihem; in some respects gas can hc considered risl ier. and in some other respects,
waiei call he considered risl ier ' Mrs. Aheni explained that while there arc similarnies there are also diffef'cacus
heiwecn the two proxy groups ('I r. 5 at 425).
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422). Additionally, Ahern s DCI- and ('EM analysis relies heavily upon analysts estimates of

grovvth xvhich she disputes xvould create a bias. ( I r. 5 at 421-422). Using her ( AP-M & Risk

Premium. shc shoxvs a projection of total market return in 3-5 years at 16% or morc yearly

market returns, vvhich is not likely and not representative of corporate grovvth.

On the other hand, Dr. Carlislc s proposed range for return on equity is 9.116% -10.41%

with a central midpoint of 10.06% is based on a proxy group of companies that are classified as

"xvater utilities. "Dr. Carlisle did not include a risk premium and testified that there is a dispute

bctvvccn experts as to xvhether the size of the company is a risk factor. (Tr. 6 at 933). %'c note

that Dr. Carlisle used long-term trends in his CAI'-M analysis: specifically. he used as his source

for rctrospcctive data. Ibbotson Associates annual yearbook vvhich contains total returns for the

Standard inc Poor's 500 from 1926-20011. Ctivcn the recent economic crisis. vvc conclude that an

analysis using the D('I" and the CAP-M methods. xvhich incorporate long-term market trends, is

more appropriate and does not appear to produce the ' outliers
' of Mrs. Ahem s analysis. Thus.

vvc adopt Dr. ('.arlisle's average of DCF and CAP-M vvith CFM as an offset to (.'AP-M of

10.06%. (Exhibit DCI 1-17:Hearing Exhibit 35). We conclude that a return on equity of 10.06%

for l, U( I for its vvater operations is appropriate

E. Allocation of Revenues —Water Operations

ORS Audit I=.xhibit ( AS-2. page 2 Hearing Fxhibit 37. provides the operating

experience, rate base and rates of return for the test year ended December 31, 2008 for vvater

operations. CAS- indicates the Company's vvater revenues as per the ORS's reviexv for the test

' Indeed, as testified to by Dr. Carlisle, the DCF method is in perpetuity as it is derived from the Dividend Discount
Model, which treats the value of a company to an investor as the sum of the stream of expected dividend paymems
out to an infinite horizon. (Direct Testimony Dr. Carl isle pg. 6; Tr. 6 at 914).
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year, after accounting and pro forma adjustments under the presently approved schedules; thc

Company's operating expenses Ior the test year after accounting and pro forma adjustments. and

thc operating margin under the presently approved schedules for the test year. Column 6 of

CAN-2 page 2 shows the effect of the Company's proposed rate schedule lor Ihe test year as

adjusted by ORS

Incorporating the accounting and pro fomta adjustmcnts recommended by ORS,

including adjustments for uncollectibles and rate case expenses as allocated to water operations

as adopted in this Order. and adopting the recommended ROF. of Dr Carlislc of 10.06~/o, results

in a revenue requirement of $30,140. I he additional annual revenue requirement of $30,140 is

based on achieving a 10.06% ROF for water operations.

Appendix A incorporates the chang&es to the tariff pages for water operations that arc

discussed herein and sets forth thc rate schedule. We adopt a base facilities charge of $15.18 and

$7.79 per 1.000 gallons. "

lt. Pro-Rated Billing

lt became clear during the hearing& that thc Company had issued pro-rated hills where the

monthly billing was not within a window of 27 to 33 days. ( I r. 6 at 833-834). The Company s

tariffs provide a monthly rate for water and sewer service Il the monthly bill is more than 33

days, however, the Company's billing system prorated Ihc bill resulting in an overcharge to the

customer. Company witness Sasic testiltcd that on next month&s billing&, thc prorated charges

should hc reversed. ( fr. 6 at 834-835). Ilearing Fxhibit 33 shows twelve months billing for Mr.

Davis and that the Company did not reverse the promted charges ( I'r. 6 at 836).

' ltstng the hi&'hest hnovvn customer consutnption data ol' l,000 tallons and usin& thc rate schedule in Appendix A
the cunt&&tner &vould he charged approsintatclv $256.6, for uater service.
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6'e find that the Company is not authorized to keep the prorated charges that exceed the

monthly Commission approved rate for service and require the Company to refund those prorated

amounts billed in 2008. 2009, and 2010 to thc extent such charges werc billed. "

G. Notification Fee

Commission Regulation 103-535.1 provides that the utility must give thirty days written

notice to thc customer, by ccrtificd mail with copies forM;arded to DI IFC and ORS. before any

sewerage service may. bc discontinued. I'hc Company's current rate schedule provides that the

Company may impose a fcc of $4.00 to defray the clerical and mailing costs ol such notices to

thc customers crcatin the cost. Thc Company argues that it has bccn authorized to impose this

fec since at least 1983. and has not incrcascd the current fec of' $4.00 since 1987. The Company

seeks to increase thc Notification Fee to $24.00 because of thc increase in postal rates. Ivfr.

%'illiams testified that the cost of certified mail has increased from $1.67 ($0.22 postage + $0.75

certified mail fcc + $0.70 return receipt f&.'e) to $5.54 ($0.44 postage + $2.80 certified inail fcc +

$2.30 return receipt fcc) since 1987. Additionally, hc states tliat the Company's administrative

costs to process and provide this required notice is $18. (williams Direct 'I'estimony pages 7; Tr.

6 at 678). ORS objected to thc proposed $24.00 rate and instead proposed $6.00. ORS notes that

thc fee imposed by thc I J.S. Postal Service for Certified!Return Receipt inailings increased from

$3.74 in 2001 to $5.54 in 2009. Any increased cost associated with administrative/clerical time

incurred by I Jl JCI to provide the required notices is already included in thc cost of

administrative/clerical time in its cxpcnscs under general cxpcnses for salary and wages.

I'hcrcforc, ORS rccommcnded that the notification fcc be $6.00 for each t&f the required certified

mailings and not $24.00. (iVlorgan Direct 'I'cstimony pg 11; Tr. 6 at 695). UUCI argued that to

' The Company submitted late-filed tlcaring Exhibit No. 34, Part 2 and indicated that credits either were issued or
will be issued to customers who were overcharged.
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do so vvould in effect require other customers to subsidize the costs associated vvith sending out

the Notification Fee and noted that another utility, Palmetto Ltilities, Inc., has an approved rate

of $25.00. (I r. 6 at 696; 706-707).

ORS vvitness Morgan testified that ORS is concerned L'UCI is attempting to recover the

same administrative and clerical costs twice with the increase in the customer notification fee.

He noted that Mr. Williams did not demonstrate in his rebuttal testimony that the administrative

and clerical costs associated vvith sending customer notices are above and beyond the

administrative and clerical costs included in its rate increase request or that additional employees

are needed or vill be hired by UUCI to perform this function. (Morgan Surrebuttal Testimony

pg 6: Tr. 6 at 986).

We approve the rate of $6.00 as a Notification Fee per notification letter that the

Company is required to make in compliance with Commission Regulation 103-535.1. The

$18.00 administrative cost is unsubstantiated and appears inordinately high, and vve cannot rely

on a rate approved for another utility as justification for the costs for this utility.

H. Modifications to Certain Terms and Conditions of Water and Sewer Service

Tariffs

The Company proposed several modifications to the terms and conditions of its xvater and

sevver service tariffs. Thc first modification is to the rate schedule provisions pertaining to

service provided to rental units and is set out at page one (1)of the ivater schedule and page four

(4) of the scvvcr schedule. Since the Company's last rate case in 1996, the Legislature has

enacted statutory provisions restricting the ability of any utility —vvhether governmental or

investor ov ned —to require a landlord in a building vvith three or fcxvcr rental units and served by
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a single met«r or connection to be financially responsible I'or utility service provided to a tenant

that is thc utility's customer. The proposed modification is intended to bring thc Company's rate

schedule into line v ith the current laxv and to reflec that, v, herc reiital premises v'ith single

connections or meters have three or fewer tenants, the Company will not enter into customer

relationships with tenants. No party objected to the proposed modification. Wc approve the

proposed language modilication.

Thc second proposed inodification is to the vvatcr rate schedule and consists of a ncw

section six (6) beginning on page txvo (2). Regulations promulgated by DIII'C under the State

Saf'e Drinking Water Act require the elimination of cross connections to public water systems

which have thc potential for contaminating safe drinking water. Typically. a cross-connection

consists of a separate water irrigation line which may or may' not bc metered. I'hc DHL'C

regulations prohibit any person from installing, permitting to be installed or maintaining a cross-

connection unless there is an approved backflow prevention device installed hctw&een the public

water s&stem and thc potential source of containination. DIIEC regulations further require that

certain backflow prevention devices be inspected annually by a DIII'C certified tester. The

niodiftcation to the Company'» rate schedule provides notice to customers that any cross-

connections must be addressed by an approved backflow prev«ntion device, that customers are

responsible for the annual inspection, and th;it customers must provide to the Company the rcport

and results of inspection no later than June 30" aniiually. In the event that a customer docs not

comply with the requirement to perform annual inspections, after 30 days written notice, the

Company may disconnect water service.

DRS docs not oppose the proposed language modification requiring water customers to

conduct cross connection testing pursuant to 24A S.C. Code Ann. Regs. 61-58.7.I' (8). I Iowcver,
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ORS v'itncss Willie Morgan tcstilied that this non-opposition is predicated upon the condition

that thc C.'ompany be required to provide customers a 30-day advance wriltcn notice of the

recurring annual date by v hich thc customers must have their backllow prcvcntion device tested

by a licensed, ccrtilicd tester. I'urthcrtnorc, the C'.ompany should be rcquircd to include a

reference to thc f)HI', C. websitc and thc Company's phone number on thc notice to respond to

customer inquiries. The C".ompany objected to ORS's position that advance written notice to

customers bc provided. H«wcvcr, wc «pprovc the lang&uagc modification subject to thc

conditions proposed by ORS. Wc find that thc C'.ompany should provide customers a 30-day

advance written notice of thc recurring annual date by v hich the customer must have their

bacl. flow prcvcntion device tested by a licensed, certilied tester along with the C",ornpany's

contact information.

'I'hc third modification is to specify that, lor thc purposes ol deterinining tap fccs and thc

appropriate monthly service Icc, the C', ompany will follow thc pcrtincnt l)HISC', regulations

relating to Sl'I:,s. By following these guidclincs, thc Company is able to provide uniloiamity in thc

calcul ition ol' its charges. Additionally, thc C.'.ompany proposes to include language pertaining to

the terms and conditi«ns lor extensions of its Iacilitics Ior service. I'hi» lang&uagc cl«rilics that

potential customers who arc willing& to pay all costs «ssociatcd with interconnecting with thc

C', ompany and agree to receive service in accordance with tlic applicablc guidelines and standards

shall not be dcnicd service unless sufficient capacity is not available on thc Comp«ny's system or

unless such service is restricted by l)HI-'C'. or other g&overnmcntal entity. Additionally, this

language claritics that thc Company is not obligated to construct additional capacity which

v ould be rcquircd to serve a customer in the absence ol' an agrcemcnt for the payincnt of costs,

No party objected to thc proposed language modification. We «pprovc thc proposed language
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modification to specify that the Company ivill follovv pertinent DIIEC regulations relating to

SFEs for determining the appropriate monthly service and tap fee.

The Company submitted proposed language regarding electronic billing. Mr. williams

testified that electronic billing vvill provide customers vvith additional billing options vvhich vvill

alloiv for electronic billing and payment. Electronic billing vvould not be required of all

customers. but vvould only be provided as a service if a customer chooses and ~vhen it is vvithin

the capability of the Company. Mr. Williams testified that the customers would appreciate the

opportunity to receive and pay their bills online and that the& xvould benetit from the ease and

convenience of maintaining their utility account online. ORS witness Willie Morgan testified

that ORS is not opposed to the proposed addition of language offering an electronic bill to the

customer. ORS's non-opposition is predicated upon the condition that the Company be required

to provide customers a monthly electronic notice via email of the bill statement availability and

the vveb address of its location. We approve the proposed language modification to allovv the

Company to offer its customers electronic billing but require the Company to provide its

customers a monthly electronic notice via email of the bill statement availability and the vveb

address of its location. KVe note the Company did not object to this requirement.

Vl. FINDINGS OF FACT AND CONCLUSIONS OF LA%V

After thorough consideration of the entire record in the LUCI hearing. including the

testimon& and all exhibits. and the applicable law. the Commission makes the following findings

of fact and conclusions of law:

I. LLCI is a corporation organized and existing under the lavvs of the State of South

Carolina and authorized to do business in the State of South Carolina.
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2. IJIJCI i» a public utility as defined by S.C. Code Ann. ss58-5-10(4) (Supp 2009),

providin& vvatcr and sevver service to thc public for compensation in certain areas of South

Carolina and is subject to the jurisdiction of thc Commission.

3. By statute, the Commission is vested vvith jurisdiction to sup»rvis» and rcgulat»

the rates and service of every public utility in this State. together vvith the duty, after hearing, to

ascertain and fix such just and reasonable standards, classifications, regulations. practices;ind

measurements of service to bc furnished, imposed. observed and follovvcd by ci er) public utility

in this State. S.C. Code Ann. ss 58-5-210 (1976).

4. UUCI s current rates and charges for both ivatcr and scvvcr vvcre approved by the

Commission in Docket Vo. 2000-212-KV/S dated lvtay 12, 2004.

5. I he appropriate test year period for purposes of thi» proc»edin& is the tvvclve

month period ending December 31. 2008. No party contested th» us» of this test year as

proposed by I JUCI in its application.

6. In accordance vvith the Application tiled in this case. the Commission vvili use the

rate of return on rate base methodology in dctcrmining thc reasonablen»ss of' UUCI s proposed

rates. the public Service Commission has vvide latitude in determining an appropriate rate-

setting m»thodolo y. Ileatcr of Scabrook. 324 S.C. at 64, 478 S.I.2d at 830. Vo party has

raised any objection to thc use of the return on rute base methodology in this proceeding.

7. By its application, UUCI requested an increase in rates and charges for its

combined operations to produce net operating income of $431,016 (Exhibit B to Application).

Of vvhich, $37.109 is lor ivater operations and $393.)07 i» for sevvcr operations. By the use of

accounting and pro forma adIustmcnts, ORS computed N»t Income for Return ol the r»qu»sted
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incre;ise to be $389,941 (total operating revenues ot $1,327,930 less operating expenses of

$940,7)6 and;idding custol11er growth of $2, 807). Both IJUCI and ORS calculations of' the

unount ot thc proposed increase v, cre bas«d on the Proposed Schedule ot Rates and ('barges

contained ln L'xhlbit A to the ('ompani«s Appllciitlon.

8. Biised on the testimony ot' Company witness Lubcrtozzi, ORS witness Mr.

Morgan. and the public vvitnesses, including Mr. Metts and Mr. Davis, the Commission is unablc

to determine a revenue requirement for s«vvcr operations. Without a revenue requirement, th»

('ommission c umot establish just and re isoniible rates tor sev er operations; therefore, the

( 01111111sslon gl;ints no incr«,'Ise fol' sevv el' opel';itious,

9. Based on the testimony received from the Company. ORS witnesses Mr. Morgan

and M». Stutz, and the public v itness«s it& the Troltingvvood subdivision, the Commissioli has

deternlined th it a I'cvcnuc reqilircment of $30, 140 is appropriate. I'«r its Application, the

('ompany sought an incr«as« in revenue ot $37, 109 for v, ater op«r;itions. As part ot this incl ease,

thc ('ompany is directed to file;I written report vvith the ('olnlnission;ind provide a copy to ORS

three months from the d;ite of this Order d«tailing customers contacted, tlic problcnls

i.ncotlntered, the efforts uitdcrtal&cn, arid the results achiev ed vvith regard to thc rclnoval of iron

sediment. Additionally, thc (.'ompany is directed to increase flushing to once per month. No

party offered testimony regarding unbilled vvater service r«venucs.

10. 'I'he ('ominission tinds that the conclusions and their bases for establishing an

appropriate range tor;I rate of return on cquitv for UIJCI contained in the testimony of' ORS

vvitness Dr. Dougl;is (';irlislc arc accurat«and compelling. Dr. ('arlislc concluded that 9.86'io

vviis;I reasonable loxv point and that th» top end of hi» range should be no mor« than IO. A I "/o. 'I'he



D()CkLT N(). 0(i&i-) '&)-lV.'i —(JRL)LI( N(L 2010-
Mi&& . 2010
PA()I i1

central point of his rtin& e is 1(J.()6'P&. Dr. C'arlislc used the structure s«bmittcd by the C'ompanx

ol a 1.3, &) debt tmd 46.7'z&& equity. 'I hc C.'ommission therefore linds that a just and rctison'iblc

return on equity for I 1. C:I lor its i&,'atcr oper;itions under the curr«nt tipplication 'ind based ilpoil

the need for impro«emcnt in thc chirity and csthctics ol' thc ««uter as i«cll as the c«idencc and

tcstiniony pro«ided b& ORS ecoiioi»ist Dr. Dou«his C';irlisle to bc 10.06'i'o.

11. 'I'he Returns on Rate 13asc for UUC'I for ««uter oper;itions during, thc test ye;ir i«erc

calculiited bx ORS 9'itncss Stutz, alter rccommcndcd ticcountiii and pro f(irirui adjustmcnts to

be -Z. &7'~o tor the test pc ir and 11.71",«after ctilculating tlic C. ol»pally's Pr&iposed Incretisc

(Audit I-:xhibit C.'AS- . I lctiring, I-:xhibit 61. At the hearin, I Jl JC'I 9'itness C)corgicx sttitcd that

thc C.ompany accepted thc;iccountin & iidjustr»ents proposed b& ORS ««ith the exception of

adjustrncnts to uncollectibles and r'itc case expenses. X'&'c appro«c ORS's;idjustt»cnts and find

thc;ippropriatc return on rats base for UUC.'I to bc -".57'!'U I'or i«atcr opcrations tor thc test year

ended December 31, 3(J(JY;tnd to b» I(.31",« I'or ««atcr operations.

12. ORS calculated 1JUC.'I's test year total operating revenue for ««ater operations. as

tidjusted, ol'8-I'), 523. Allo««in& f&ir a re«enuc incrctise ol $30&14(J and inc&irporating 'iccounting

'ind pro I'orma aJjustmcnts equates to tottil oper;itin«rc«cnucs ot 57'),663 for i&, uter operations.

1 he C:omnaission find» tliat the appropri'itc total operating rcx cnucs ol UIJC".I during the test «car

under present rates and it'ter;iccounting and pro lorm i adjustr»cnts 'irc S7').66 &.

13. 'I he Comt»ission tinds that thc operating expenses for 1.11!C.'I for the test ye;ir for

««uter operations under pr(. sent rates and after the appropriate;iccounting and pro torma

'idjustments;ire $&3.')51. OI«S i4'itness Stutz olfercd testimony and exhibits detailing

iidjustrnents, See Audit Exhibit C.'AS-", Ilc;iring& Exhibit 36. Re«cnue impact and customer
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grovvth analysis vvere performed by ORS and testified to by ORS Witness Morgan and vvere

adopted bi Witness Stutz in her calculations. Details of the revenue and customer grovvth analysis

are shovvri on the Fxhibits WSM-3 and WJM-4, Hearing Fxhibit 37. Rate case expenses included

in the net income for rerum vvere those received by ORS as of March 1, 2010.

14. The majority of ORS Witness Stutz's testimony referred to her Audit Fxhibit

CAS-0 —"Explanation of Accounting and Pro Forma Adjustments, " Hearing Exhibit 36. The

vvitness explained in detail the thirty-eight (38) adjustments proposed by ORS. Witness Stutz also

testified regarding Audit Exhibit CAS-2 —"Operating Experience, Rate Base and Rates of Return

- V, ater Operations, "
Hearing Exhibit 36. Within that Exhibit. Column (1) shovvs the per company

application figures of UUCI as of December 31, 2008. Column (2) shovvs the proposed accounting

and pro forma adjustments designed to normalize VL1CI's per company application figures

(described in Audit Exhibit CAS-0) as allocated to vvater operations. Column (3) shovvs the result

of a normalized test year for L;UCI by adding colunms ('1) and (2). The total income for return for

ivatcr operations is based on the total operating revenues less total operating expenses. The

operating margin is computed by dividing the net income for return less interest expense by the

total operating revenues.

15. The Commission finds the accounting and pro forma adjustments proposed by ORS

vvitnesses Stutz and Morgan in each vvitness's direct and surrebuttal testimony as allocated to

vvater operations are appropriate for rate making purposes. See Hearing Exhibits 36. 37, and 38.

16. The Commission finds that Ms. Stutz's Audit Exhibit CAS-5, Hearing Exhibit 36.

shovvs the appropriate depreciation expenses and amortization for rate making purposes and adopts

as sct forth in Audit Exhibit CAS-2 for vvater operations the allocated portion of depreciation
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expenses and amortization. Audit Exhibit CAS-6, Hearing Exhibit 36, shows the accurate

computation of the income tax adjustment and adopts the allocated portion for water operations as

set forth in Audit Exhibit CAS-2.

17. Thc Commission finds that by accepting all the adjustments as proposed by

witnesses Stutz and Morgan as allocated to water operations, the Company's current return on rate

base for water operations is -2.57% and its current operating margin is -21.15% under UUCI's

presently approved rates and charges. Therefore, the Commission finds that an adjustment of

UUCI's rates and charges for water operations is warranted. An increase in rates and charges

appears justified for the Company to provide its residential and commercial customers with safe

and adequate water services and to improve clarity.

18. When applied to thc as adjusted test year operations, the rates rcqucsted in the

Company's application result in a Return on Rate Base of 11.71% and an operating Margin of

15.81% for water operations.

19. In order for UUCI to have the opportunity to achieve a Return on Equity of

10.06% on water operations, the income requirement for UUCI, using the adjusted operating

revenues and operating expenses approved herein is $7'),663.

20. In order for UUCI to have the opportunity to earn the herein approved Return on

Equity of 10.06% for water operations, UUCI must be allowed additional annual water service

revenues of $30,140.

21. To achieve additional annual water service revenues of $30, 140 and an annual

income requirement of $79,663, the rates and fees as set forth in Appendix A attached hereto are

approved and found to be just and reasonable.
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I he appropriate operating margin for U!UCI based upon the herein approved

adjustments and rates is 10.18%. See S.C. Code Ann. j~ 58-5-240(II).

23. 9'e direct the Company to refund those pro-rated charges billed to customers in

2008. 2009. and 2010 where the Compan) collected more than the Commission approved

monthly service rates. 'I'he Company shall hie a report ivithin sixty (60) days of the date of this

Order iiith the Commission and a copy to ORS detailing thc credits or refunds that vvcrc issued

to customers.

24. this Commission required I, UCI to I eep its bool s and records in accordance

iiith the VARI;C Uniform System of Accounts in Order No. 2002-214. 'I'he Company recently

converted its books and records to a nevv accounting system. Ms. Stutz testihcd that the

Contpany is not maintaining its books and records in accordance vvith the NARUC Uniform

System of Accounts. (Stutz Direct «nd Surrebuttal pages 12 and 2; 'I'r. 6 at 947 and 952). The

Company is directed to make any necessary adjustments to its accounting system to conform to

the NARUC Uniform System of Accounts.

Section 58-5-720 (Supp. 2009) requires that IJUCI maintain bonds for vvater and

vvasteivater operations. ORS V'itness Morgan tcstilied that the face amount of UUCI's bond

should be $100.000 for ivater operations and $350.000 for ivasteivater operations. lVe hnd that

UUCI s bond should be in the aniount of $100.000 for ivater operations and in the amount of

$3:0.000 for ivasteivater operations.

26. lac adopt certain modil!cations to thc terms and conditions of ivater and

ivasteivater service. lVe accept the Company s proposed language regarding service provided to

rental unit ive accept the Conipany s proposed language that it ivill folloiv pertinent DIIEC
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rcguliitioiis rel;iting to SI'iis; and we accept the Company's proposed language as lnodified by

()RS rcgarrling cross-connects; and wc accept the (..'oinpany'» proposed langtnigc regarding

electronic billing with ()RS's condition that the Comixusy provide customers;& nnnithly

electronic notice via email of the hill statcmcnt;iv;iil ibility and the v cb address of its location.

27. We lind th'it 'i Notification I'cc of $(000 is I'easollabl«duc to the increased cost of

postiige.

IT IS Tf II.RI'.I'()REORDI:RED THA'I':

l. UU(. '..I is cntitlcd to rate relief for its v iter operations such that it may mal. e

iniprovements to the cliirity and csthctics ol thc water. INDUC. 'I sh;ill be entitled to charge rates and

fees as cinitaiiied in Appendix A to obtain a Rctiirn on Eriuity of 10.06% for water oper;itions

;ind in order to obtain an operating iiiargin of 10.111% for water operations.

I here is no increase to rates for sewer oper;itions; however, thc Notificiition I ee is

increase to I16.00 per iiotice.

3. The Company shall continue to niaintain current perl'orm;mce bonds in the

amounts of $100,000 for w iter oper;itions ind $350,000 for wastewater oper;itions pursuant to

S.('. . Code Ann. sS Sb-5-720 (Supp. 200')).

'I'h» r;ites and schedules in Appendix A;ittaclied hereto are hereby adopted by the

C'ommission. The C'.ornpany i» to provide thirty (30) days' adv;ince notice of thc increase to

customers of its water services prior to the rates and schedules being put into effect lor service

rendered. 'I'hc schedules shall be deemed to be filed witli the ('.oinniission pursuant to S.C'. (..'odc

Ann. sS58-5-240 (Supp. 2009).
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5. The Company'» books and records shall bc maintained according to the VARUC

tini form System of Accounts. Thc Company is directed to make any necessary adjustments to its

accounting system to conform to the NARIJC I Jniform System of Accounts.

6. The Company shall relund those pro-rated charges billed to customers in 2008

and 2009 where the Company collected more than the Commission approved monthly service

rates. The Company shall file a report with thc Commission and a copy to ORS detailing the

credits or relunds issued to customers vvithin sixty (60) day» of the date of this Order.

7. 1 he Company shall file a vvritten report vvith the ('ommission and provide a copy

to ORS three month» Irom the date of this order detailing custonrers contacted, the problems

encountcrcd, the efforts undertaken. and the results achieved ivith regard to the removal of iron

sediment. Additionally, the Company shall increase Ilushing to once pcr month.

8. 'I his Order shall remain in lull lorce and effect until further Order of the

Commission.

HY ORDliR OF TIIE C()MMISSION:

ATTEST:

Elizabeth E. Fleming. Chairman

Joint E.. Hovvard. Vice-Chairman
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))VATER

Nlonthly ('har ges

Residential-
Xlonthly charge per single-1'amily

lu)use, condominium, mobile honie
oi' ap,'irtrrrerlt iiriit:

Basic Facilities Charge $15.18 per unit

Commoditi Charge $7.79 per 1.000
gallons or 184 ctt.

Con)mercial

Biisic Facilities Charge $15H 8 per $1 F'

Commodity Charge $7.79 per 1.000
gallons or 1..0 cft.

Commercial customers are those not included in the residential category above and
include, but are not limited to, hotels. stores, restaurants, offices. industri, etc.

%%hen, because of the method of ivater line installation utilized by the developer or
oivner. it is impractical to meter each unit separately, service ivill be provided throuch
a single meter, and consumption of all units iiill be averaged: a bill ivill be calculated
based on that;iver;ige and the result multiplied bi the number ot units served bi a
single meter.

The 1 tiliti ivill. for the converuence of the oii)rer. hill a tenant in a multi-unit
building. consisting of four or more residential units, iihich is ser) ed bi a master
ivater meter or a single iiater corirrectiori. Hoivei'er. in such cases all aire;(rages rriust
be satisfied betore service iiill be provided to a neii tenant or before interrupted
service ivill be restored. Failure of an oivner to pay tor seri ices rendered to a tenant in
these circumstances may result in seri ice interruptions.

lion-Recurring Charges

A) )'(T(ter ser) ice connection charge per smgle-family equivalent*

Bl Plant impact lee per single-famili equii alent'

$100.00

$400.00

Page I of 7
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APPENDIX A
IIVITED LITILITy «()&)1Pi&&NIESS IN(:.

Thc nontccor rulg chai'gcs listed itbovc iifc Ilia)I t11unt chafgc&i iind iipplv' cvcn II thc
eqtriv;ilencyr I"ilinr' ol it tlotl-I'esidcntliil cLI.'itonlct ts less th;ul onc (I ). II the
equiv;ilcncv r;iting &)f ii non residential customer is greater thiin one ('I), then thc
proper ch;irge may bc obtained by multiplying the cquiviilcncv r;iting by the
appropriiite I'ee. Tllese charges iipply and;Irc duc itt thc time new sery ice is iq)plied t&)r,

&)r iit the tim&. connection to thc w'atcr svstem is requested.

3. Acc&&unt .ict-(Ip and Reconncction (:har& cs

('ust&&incr Account ('hargc — for ncv' customers onl) . $25.00

b. Rcconnection f.'h;Irgcs: In itddition to itny other charges thill tliiiy bc dtic. (1

rcconncction fec ol' thirty live dollar~ (t35.00) shall b» duc prior to the lltility
reconnecting service Lvhich has bccir discoririccted Ior tiny re;is&a) sct (orth in
(:on)n&issior& 13LIIC I&. 103-73".5. L:ustorrrers Lvho itsk to hc rccomtected within nine
months of discoririection will b«charged th» monthly b;tsc I'iicility chiirgre Ior thc
service period they were disconnected.

4. 13illing ('yc)e

Recurring charges will be billed moiithly in arrears. Is(L)r)recurring charges will b»
billed and collected in;alvancc ol'service beingr provided.

5. I;ttc I"lvrfienl ( hiirgcs

,'iny h;ilance unpaid vvithin twenty-live (25) diiys of the billitigr diite shiill be;tsscssed a
late piiynlcnt chiifgc ol on&'. iu'Icl onc hill) pct'cent ( I I! %) I(&r ciich nlontll, or iiriv pat'I
ol ii nlonth, th'it sill(3 piiyn1clit is lilt(:.

( ross (.onncctlon Iflspcction

Any c u st&) nlet' lus I;ill It) i!, per'nl I t ti t)g to be Inst;tiled, 0 t' nriti nt ai 11I irg,'trry cross
contlcctton bclw'een thc 1. It)lily' s w;Itcf systenl arid arly' othe) noil-p(ibllc v«'1lel' .'iy'stctlr,
se&ver or ii line lrom any contiiiner &)I' liquids or other substitnces, must install ati
approved bach. -llo&v prcventi&&n device in;iccordance with 24A S.('. ('odc Atin. Regis.
R.61-5)(.7.1 (Supp. 200)3), ;Is may be aniendcd from time lo time. Such;I customer
SI)il(I ann(rally hitvc &i(tch cn).'is connection Inspected h')' 'ii lie&'n.'icd ccI rifled tester turd
pn)x rdc t&& I ltilitv ii copy ol a v, nttcn Irispection rcport 'ind testing results submitted by
thc certified tester in;iecor&lance with 24A S.C:. L'od» Ann. R«gs, R.(&l-58.7.1' (Supp.
200()), ;ts may bc iimcndcd I'rom time to time. Said report and riesults nrust hc provided
by thc customer to the I!tility n&) I itct lh;ul Junc 30th &&I' each yeiir. If:i customer Ihils
to conlplyr with the I'eqtrifcnlcllt to pci'Iofnl anriLI(il itlspccti&)ns, tlic Litility n)iiy', ;i(let 30
d;iys written notice, discontiect wiiter service. I hc (Jtility shiill pr&)vide iiltectcd
customers with an;td( anced iinnu il notitic ition ol such certification requirerneiit.
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7. I'lcctronic Billing and I-:lectronic I'aymcnt

Il requested by thc customer in vvriting and within thc capability of thc lltilitv. thc
I ltility may, in lieu of mailing a paper copy. provide an clcclronic bill to thc customer
&ni thc Utility's vvebsitc Iltc clcctronic bill shall contain thc sanlc c&ttltcnl and bc
presented in th» same or a similar lonnat as a bill dclivcrcd to thc customer pursuant
to ( onimission Rule R 103-73 "- (Supp "008) as nuty bc amended from time 1&I

time I atc payment charges &viII not bc triggered until twenty-live ("3)&htvs alter thc
Utility issues th» «1»itronic bill and it leaves th» control of thc l!tility or its billing
agenL I'hc I ltility must provide notice to thc customer that thc bill form is availablc
litr rcvicvv within tw&nitv-four of its issuance and th» &vcb address ol its location.

8. Construction Standards

Ihc Utility requires all construction to be p»rlormcd in accordance &vith generally
accepted cnginccring standards, at a minimum Thc Utility Irom time to time nuty
rcquirc that more stringent construction standards be follovvcd

Fstcnsion of I!Lilitv Service I.ines tuul Mains

Thc Utility shall have no obligation at its csp»nse to cstcnd its utility s»rvicc lines or
niattts In order Lo pcrnltt any cUstomct 1&I cotltlcct to Its water svstcnl I lo&vcvcr
anyone or entity &vhich is &vil!ing to pay all c&tssts associated vvith cst»nding an
appropriately sit»d and constructed main or utility service linc lrom his&her!its
premises to any appropriate connection point pay thi appropriate fees and charges as
sct forth in this rat» sch»dulc. and cotnply with the guidelines and standards h»rcol.
shall not bc denied scrvicc unless &eater supply is unavaihtble or unless Lhc South
( arolina D»partmcnt ol I lealth and I.nvironmcntal ('ontrol or other government entity
has for any reason rcstrictcd th» Utility Irom adding additimial customers to the
scf'vltlg '&vtlcr sysLctll ltl tto cvcnl &vill thc I!tility bc required kt construct additional
walcr sUpply capactly 1&I serve any CUstonict or cnt&Ly '&vtlhoUL an agfcctll»nt IcccpL'tblc
to thc Utility ltrst having bccn reached lor the payment of all costs rass&tciatcd with
addmg vvatcr supply capacity to the allcctcd vvatcr system.

* A Single Family Itquivalent ISI I.) shall be d»termincd by using the South ('arolina
Dcpartmcnt ol llcalth and I'.nvir&mm»ntal ('ontrol (tuidclines lor 1:nit Contributon
I.oadings lot' Doittcstic IVastc&vatcr I rc'ttnlctll I'ac&litic.'I — =3 S.C. ( Od» Anti Rc&',s.
01-67 Appcndis A lgupp. 2008). as may b» atnendcd from time to time. V,'herc
applicablc, such guidelines shall be used lor dctcnnination ol thc appropriate monlhly
scrvlcc tutd I;Ip fic
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LIEU'ER

1. 111ontltll ('htirgcs

1(csidcttti;ll—
'Alt)nthly ch;irgc pcr single-I;inlily
IlotliC. Condonl Ill lunl. vill;I,
OI ttp'lltll'IL'nt untt: SAN. 0 pCI utltt

%1()bile 1 lotnes — tnotlthlv charge $3i.s)N pcr unit

( onlnlL'I cl;ll — nli)llthll chafgL'
pet' single-tan)ill L'tl Inl ttlL'tll* .'i4 N. 2-1

i'I:«gr ro P " t' IL tio P i 0«)

)I)'hcn sc«tigc is collcctcd bx the L tility aiitl transtcntcd t() a g()vertmlcnt body L)I

agctlc) . i)f olhcf cnlltl tol tfctltnlctll. thc I lt Ill tv s falcs rue tls h)1lf)Lvs:

Rcsldcnltal — Illiinthll char 'e pal
st ttglc-Ittltt tie house. ConClonlt tlnlnl,

tnobilc hi)IIIC. OI ttpalltllCI'lt Unit S"4.66 p r unit

( onl[ncrci;il —ntonthl! ChalgL pLr
sttlglc-f llnlll eilut 1 tllcnl $24.66

The Utility vvill also charge for treatment services provided by the government body or
agency or other emity. The rates imposed or char ed by the government body or
agency or other entity providin treatment vvill be charged to the Utility's affected
customers on a pro rata basis vvithout markup. III)'here the Utility is required under the
temls of thc .01.'208 Plan to interconnect to the se«age ueatlnent system of a
government body or agency or other entity and tap)connection)impact fees are
imposed by that entity. such tap connection'impact fees vvill be charged to the Utility's
affected customers on a pro rate basis, «ithout markup.

Commercial customers are those not included in the residential category above and
include but are not limited to. hotels. stores, restaurants. offices. industrv. etc.

The Utility vill for the convenience of the o«Tier, bill a tenant in a multi-unit
building. consisting of four or more residential units. «hich is served by a master
se«er lneter or a single se«er connection. Flo«.ever. in such cases all arrearages must
be satisfied before service «ill be provided to a nc« tenant or before interrupted
service tvill be restored. Failure of an o«tier to pay for services rendered to a tenant in
these circumstances may result in service interruptions.
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Non-rccurring Charges

A) Sewer service connection charge pcr single-family equivalent* $100.00

13) Plant Impact fee per single-family»quival»nt* $400.00

I he nonrecurring charges listed above are minimum charges and apply even if the
equivalency rating of a non-residential custom»r is less than one (I). If the
equivalency rating of a non-residential customer is greater than one (I), then the
proper charge may be obtained by multiplying thc equivalency rating by the
appropriate Iee. 'I hese charges apply and are duc at th» tim» ncw service i» applied
for, or at the time connection to the sewer system is requested.

3. Notification. Account Set-I/p and Reconnection Charg»s

a. Notification I »c
A fcc ol six dollars ($6.00) shall be charged each custom»r pcr notice to whom the
Utility mails the notice as required by Commission Rule R. 103-535.1 prior to
service being discontinued. I'his tee assesses a portion of the clerical and mailing
costs of such notices to the customers creating the cost.

b. Customer Account Charge: A Iee of twenty-five dollars ($25.00) shall be charged
as a one-time fee to defray the costs ol initiating service. 1his charge vvill be
waived if the customer also takes water service.

c. Reconncction Charges: In addition to any other charges that may be due. a
reconnection fcc of two hundred filty dollars ($250.00) shall b» due prior to the
Utility r»connection service which has been disconnected for any reason set lorth
in Commission Rulc R.103-532.4. 'I'he anuiunt of the reconn»ction tee shall be in
accordance with R. 1 03-532.4 and shall be changed to conlorm with said rule as the
rule is amended lrom tim» to tim». Customers who ask to be r»comiectcd v ithin
nine months ol disconnection will be charged the monthly base facility charge lor
the service period they were disconnected.

4. Billing Cycle

Recurring charges will be billed monthly in arrears. Non-recurring charges will be
billed anil collected in advance ol serivic» being provided.

Late Payment Charges

Any balance unpaid within twenty-five (25) days of th» billing date shall be assessed a
late payment charge of one and one-hall percent (I I/2; o) for each month, or any part
of a month. that said payment is late.
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I'. Iecti'oiilc 13illiiig alld I.lecti'ollic I &iyiileflt

If requested by the customer in ivriting and ivithin the capability ot the Utility, the
Utility may, in lieu of mailing a paper copy, proviile an electronic bill to the custoiner
on the Utility's ivebsite. 1 he electronic bill shall contain the same coiitcnt and be
presented in the same or a similar format as a bill delivered to the customer pursuant
to Commission Rule R. 103-532. 1 (Supp. 2008) as may be amended froin time to
time. L.ate payment charg&es ivilf not be triggered until tvventy-five (25) days after the
Utility issues the electronic bill and it leaves the ciintrol of the Utility or its billing
agent. I he Utility must provide notice to the customer that th» bill fbrtn is available
for review vvithin tvventv-four of its issuance and the vveb address of its location.

I oxic and I'retreatment Ef'f1uent Ciuidelines

I he L)tility ivifl not accept or treat any substance or material that has not been defined
bv the United States P'niironmental Protection Agency ("1.'PA") or the South Carolina
L)cpartnicnt ot I-:nvironmental Control ("DHl.'C") as a toxic pollutant, h;izardous
ivastc, or hazardous substance, includin& pollutants falling ivithin the provisions of'40
CPR 129.4 and 401.15. Additionally, pollutiuits or pollutant properties subtect to 40
CPR 403.5 and 403.6 are to be processed according to pretreatment standards
applicable to such pollutants or pollutant properties. and such standards constitute tlli
L, tilit&'s minimum pretreatinent standards. Any person or entity introducing& an& such
prohibited or untreated materials into the Conipany's server system inay have service
intcrruptcd ivithout notice until such discharges cease, and shall be liable to the utility
for all d, iniag&es and costs, including reasonable attorney's lies, incurred hy tlte utility
a s a result th&'r co I .

Construction Standard»

Ihc Utility requires all construction to be performed in accordance ivith generally
accepted engineering standards, at a inininium. 'I'he I..ltility f'rom time to time may
require that inore stringent construction standards bc foflovved.

Extension of Utilitv Service I.ines and ivfains

The L;tility shall h ive no obligation at its expense to extend its utility service lines or
iilains in order to pirmit any custoiner to connect to its sc&ver sv stem. However,
anyone or entity vvhich is vvilfing to pay all costs associated &vith extending an
appropriately sized and constructed main or utility sirvice line from his, 'her'its
prc111ises to any appropriate connection point. pay the appropriate t'ees and charges as
set forth in this rate schedule, and comply vvith the g&uidelines and standards hereof,
shall not bc denied service unless seiver capacity is unavailabli or unless the South
Carolina Department of Health and I;nvironmental ('ontrol or other government entity
h is restricted thc Utility froin adding for any reason additional customers to the
serving sevver system. In no event ivilf the Utility be required to construct additional
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raPPFNDIN et

t NITED LTILITY c ovtpaNIEs, I:tc'.

tvastetvater treatment capacity to serve any customer or entity tvithout an agreement
acceptable to the Utility first having been reached for the payment of all costs
associated ivith adding ivastevvater treatment capacity to the affected seiver system

* A Single 1'amily Fquivalent (SFE) shall be determined by using the South Carolina
Departnient of Ilealth and Environinental Control Ciuidelines for Unit Contributory
Loadings for Domestic WVastetvater I'reatment Facilities — 25 S C Code Ann. Regs.
61-67 Appendite A (Supp 2005), as may be amended from time to time. WVhcrc

applicable such guidelines shall be used for determination of the appropriate monthly
service and tap fee

Page 7 of 7



BEFORE

THE PUBLIC SFRVICE COMMISSION

OF SOIJTH CAROLINA

DOCKET NO. 2009-479-WS

IN RE:
Application of Llnited Utility Companies.
Incorporated for Adjustmcnt of Rates and

Charges and 5 Iodification to Certain Terms
and Conditions for the Provision of XVater and
Scvvcr Service )

fhis is to ccrtif) that I, Chrystal I.. IvIor& an, have this date served onc (I) copy of' the

PROPOSED ORDF R in thc above-referenced matter to the person(s) named below b& causing said cop).

to be deposited in the United States Postal Service, ftrst class postage prepaid and affixed thereto. and

addressed as shown below:

John M. 'S. Iloefcr, I'squire
13enjamin P. XIustian. Fsquirc

IVi I loughby k I locfcr, P.A.
Post Offtce 13ox 8416
Columbia, SC, 29202

Mr. John P. Hoy, Chief Regulatory Offtccr
United IJtility Companies, Incorporated

2335 Sanders Road
Northbrook, IL 60062

Alvin I . Simpson, Jr.
411 Killion Drive

Ciaffney, SC, 29340

Janet P. Marks
358 Fairwood Blvd.
Union, SC, 29379

Rica Rose Conovcr, Secretary/1'rcasurcr
Lake Trollingwood, Incorporated

207 Rivendcl1 Drive
Vclzcr, SC, 29669
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